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AN ACT concerni ng i nsurance.

Be it enacted by the People of the State of Illinois,

represented in the General Assenbly:

Section 5. The Illinois Insurance Code is anended by

changi ng Section 397.1 as foll ows:

(215 ILCS 5/397.1) (fromCh. 73, par. 1009.1)

Sec. 397.1. Certificate regardi ng paynent of taxes and
expenses on property sustaining |oss.

(a) It shall be unlawful for any conpany transacting
i nsurance business in this State to pay a claimof an insured
property owner for loss by fire or explosion to a structure
| ocated in this State where the amobunt recoverable for |oss
to the structure under a policy exceeds $25,6000, until the
i nsurance conpany receives the certificate required by this
Section. A notice, to the State's Attorney of the county
where the structure is located, of the insurers intent to pay
a claimshall include the nanme of the property owner, the
address of the property, its |legal description, the pernanent
real estate index nunber that identifies the property for
pur poses of taxation, and the anount of the claimto be paid.

(b) For purposes of this Section, t he fol |l ow ng
definitions are applicable:

(1) "lInsured property owner" is a person nanmed as

an insured who is the owner, title-holder or nortgagee of

a structure, the holder of an interest secured by the

structure, the beneficiary of a land trust owning or

holding title to a structure, the lessee of a structure

with a contractual obligation for property taxes, or the

assi gnee of any such person.

(2) "Amount recoverable" is the dollar anount

payable wunder all insurance policies for loss to the
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structure.

(3) "Proceeds" is the dollar anpbunt payable for
| oss to the structure under an insurance policy.

(4) "Delinquent property taxes" are those property
taxes on the property which are delinquent pursuant to
Section 21-15, 21-20, or 21-25 of the Property Tax Code,
i ncl udi ng those delinquent taxes on property forfeited
under Section 21-225 of the Property Tax Code, as of the
date of | oss.

In determ ning delinquent property taxes under this
Section, the anmount of property taxes for which a
certificate of error has been issued pursuant to Section
14-10 or 14-20 of the Property Tax Code shall not be
consi dered del i nquent.

(5 "Incurred denolition expense"” is: (A a- the
cost of denolishing or renoving a structure from property
by or at the expense of a unit of |ocal governnent if the
denolition or renoval occurs on a date preceding the
|ater of (i) the acceptance by the insurance conpany of a
Proof of Loss for an agreed amount of proceeds, or (i)
the date of receipt by the unit of |ocal governnent of a
request for execution of the certificate required by this
Section; or (B) b: the anount estinmated by the unit of
| ocal governnent when it receives a request to execute
the certificate required by this Section; or (C e€:- the
anount ordered to be withheld by a court within 28 days
after a wunit of local governnent receives a request for
execution of the certificate required by this Section.
The wunit of Jlocal governnment nmnust be a party to such

pr oceedi ng.

Incurred denolition expense shall be determ ned
under subparagraph (A a- whenever possi bl e. I n
determ ni ng t he i ncurred denolition expense under

subparagraph (B) b:, the unit of local governnent shal
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make 1its estimate and execute the certificate within 30
days after receiving a request for execution. tf-the-untit
of - l ocal - gover nrent - shal l -fai | - w t hi h- 30- days-t o- - exeeut e
the--certificate;--as--reguired--by--subparagraph-a-;-the
conpany- can- pr oceed-t o- make- paynent-of -the--eclarm-as--f
the--certificate--had--been--recetved- - show ng- - ne- unpat d
denpl ittt on-eosts: The request for execution nmay be served
personal ly, and may be proven by a witten recei pt signed
by the local official as of the date the request was nade
or by service on the local official by certified mail
return recei pt request ed. A court or der under
subparagraph (C) e€: shall supersede an estinmate under
subpar agraph (B) b.

(6) "Property" is the lot on which the structure is
| ocat ed.

(7) "Structure" is a building.

(8 "daint is the demand by an insured for paynent
under an insurance policy or policies.

(9) "Proof of Loss" is the docunent on which an
insured formally presents his claim to an insurance
conpany.

(10) "Certificate" is the executed form prescribed
by the Director of |nsurance.

(11) "Executed" neans signed by the appropriate
official or unit of governnent.

(12) "Cost of securing property" means the expense

incurred by a unit of local government required to nodify

the property to prevent unauthorized access to the

property and to prevent additional damage to the property

fromexposure to the el enents.

(c) For any claimto which this Section is applicable,

an i nsured property owner nust submt one of the followng to

t he i nsurance conpany:

(1) a certificate that with respect to the property
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there are:
(A) a- no delinquent property taxes, and
(B) b: no unpaid incurred denolition expenses,
and;

(C© no unpaid costs of securing the property:

(2) a certificate setting forth with respect to the
property:
(A a:- the anount of unpat d del i nquent
property taxes,
(B) b:- the anount of unpai d i ncurred

denolition expense or unpaid costs of securing the

property, and

(C) e adirection by the owner of the an

insured property eowner to the insurance conpany to
pay the unpatd delinquent property taxes and unpaid

incurred denplition expenses or unpaid costs of

securing the property.

(d) (1) Except as provided in paragraph (2) of this
subsection (d), if a certificate is submtted pursuant to
paragraph (2) of subsection (c) of this Section, the
i nsurance conpany shall pay the unpat d del i nquent
property taxes and unpaid incurred denolition expense or

unpai d costs of securing the property from the proceeds

payable by issuing a draft or check payable to the
appropriate tax collector or unit of |ocal governnent.

Any proceeds remaining shall be paid to the insured
property owner

(2) In the event incurred denplition expense is
determined by estimation under par agr aph (5) of
subsecti on (b) of this Section in cities of over
2,000, 000, the insurance conpany shall hold the anobunt
estimated wuntil an anended certificate executed by the
appropriate |ocal governnent official IS subm tted

stating (i) that no denolition expense will be incurred
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or (ii) the actual unpaid incurred denolition expense.
The insurance conpany shall then issue a draft or check
payable to the unit of |ocal government for the actua
unpai d i ncurred denolition expense. Any proceeds
remai ning shall be paid to the insured property owner.

In determning the anount of proceeds renaining
under this paragraph, the insured property owner shal
receive interest on the anount withheld fromthe date the
certificate is executed as provided in Section 2 of the
| nterest Act.

(e) If, wunder this Section, the proceeds payable are
| ess than the anmount of the wunpatd deli nquent property taxes

and wunpaid incurred denolition expense or unpaid costs of

securing the property, unpaid property taxes shall be paid

first.
(f) If ‘incurred denolition expense w thheld pursuant to

subpar agraph (B) subparagraphs-b: or (C) e€:- of paragraph 5 of

subsection (b) of this Section exceeds the ultimte cost of
denolition, the excess shall first be applied to unpatd
del i nquent property taxes. Any anount of proceeds renaining
shall be paid to the insured property owner
(g) Nothing in this Section shall be construed as:
(1) mking an insurance conpany liable for any
anount in excess of the proceeds payable wunder its
i nsurance policy unless the insurance conpany shall have
made paynent to the named i nsured wi thout satisfying the
requi renents of this Section;
(2) mking a wunit of Iocal governnment or tax
coll ector an insured under an insurance policy; or
(3) <creating an obligation for an insurance conpany
to pay wunpatd delinquent property taxes, of unpaid

incurred denplition expense, or unpaid costs of securing

property other than as provided in subsection (d) of this

Secti on.
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(h) An insurance conpany making a paynent of proceeds
under this Section for wnpatd delinquent taxes, of unpaid

incurred denolition expense, or unpaid costs of securing

property shall be entitled to the full benefit of such
paynment, including subrogation rights and other rights of
assi gnnent .

(1) Unpaid property taxes, and unpai d i ncurred

denolition expense, and unpaid costs of securing property for

a claimfor loss to a structure occurring after the issuance
of a tax deed pursuant to Section 22-40 of the Property Tax
Code shall not include any unpaid property tax, of unpaid

denolition expense, and unpaid costs of securing property

arising before the issuance of the tax deed.

(j) The county collector shall be designated as the
| ocal official who shall execute the certificate required by
this Section regarding delinquent property taxes. The
village clerk or city clerk in incorporated areas and the
official in charge of the county building departnment in
uni ncorporated areas shall be designated as the | ocal
official who shall execute the certificate required by this

Section regarding denolition expenses and costs of securing

property.

(k) A fee not to exceed $5 may be charged by a unit of
| ocal governnent for execution of the certificate required by
this Section.

(1) This Section shall retroactively apply to any policy
i ssued or renewed on or after January 1, 1978 for which a
claim subject to this Section remains wunpaid as of the
effective date of this anmendatory Act of 1978.

(Source: P.A 87-507; 88-667, eff. 9-16-94; 88-670, eff.
12-2-94.)
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